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Report on the State
of the Legal Market

The Center for the Study of the Legal Profession at the Georgetown
University Law Center and Thomson Reuters Peer Monitor are pleased
to present this 2013 Report highlighting the trends that we perceived in
the legal market in 2012, as well as the factors that we believe will impact
the market in 2013 and beyond. 1

Introduction – Time to Burn the Ships?
Asweenter2013,thelegalmarketcontinuesinthefifthyearofanunprecedentedeconomicdownturnthatbeganinthethirdquarterof2008.
Atthispoint,itisbecomingincreasinglyapparentthatthemarketforlegal
servicesintheUnitedStatesandthroughouttheworldhaschangedin
fundamentalwaysandthat,evenasweworkourwayoutoftheeconomic
doldrums,thepracticeoflawgoingforwardislikelytobestarklydifferent
thaninthepre-2008period.Thechallengeforlawyersandlawfirmsisto
understandthewaysinwhichthelegalmarkethasshiftedandtoadjust
theirownstrategies,expectations,andwaysofworkingtoconformtothe
newmarketrealities.Whilethereiscertainlyevidencethatsomefirms
andlawyershavebeguntomaketheseadjustments,manyothersseem
tobeindenial,believing(orperhapshoping)thattheworldwillgo"back
tonormal"assoonasdemandforlegalservicesbeginstogrowagain.
Legendhasitthatin1519,whenheandhiscohortofsome500soldiers
and100sailorslandedontheshoresoftheYucatanintentonconquering
thelargeandpowerfulAztecempire,SpanishconquistadorHernando
Cortezpromptlyorderedhismento"burntheships."Cortezknewthat,
unlessmoretemptingalternativeswereremoved,itwouldbedifficultto
motivatehismentotakeonanempirewithalargearmythathadbeenin
powerformorethansixcenturies.Hence,hisboldanddecisiveorder.
Thelegalmarkettodayisanincreasinglydifficultandchallengingenvironment,onethatcallsforclearthinking,strategicfocus,andflexibilityin
addressingrapidlychangingrealities.Toanunfortunateextent,however,
manylawyersandlawfirmsseemstuckinoldmodels–traditionalways
ofthinkingaboutlawfirmeconomicsandstructure,legalworkprocesses,
talentmanagement,andclientrelationships–thatarenolongerwell
suitedtothemarketenvironmentinwhichtheycompete.Perhapsit's
timeforus,likeCortez,toburntheships–toforceourselvestothink
outsideourtraditionalmodelsand,howeveruncomfortableitmightbe,to
imaginenewandcreativewaystodeliverlegalservicesmoreefficiently
andbuildmoresustainablemodelsoflawfirmpractice.

1TheCenterfortheStudyoftheLegalProfessionandThomsonReutersPeerMonitorgratefullyacknowledgetheparticipation
ofthefollowingpersonsinthepreparationofthisReport:fromtheCenterfortheStudyoftheLegalProfession–JamesW.
Jones,SeniorFellow(leadauthor);MiltonC.Regan,Jr.,ProfessorofLawandCo-Director;andLisaH.Rohrer,Research
Fellow;andfromThomsonReutersPeerMonitor–MarkMedice,SeniorDirector.
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Inthesectionsthatfollow,wedescribethetrendsthatwehaveobservedinthelegal
marketin2012,explorethelongertermimplicationsofthosetrendsforthefuture,
andsuggestsomewaysinwhichlawyersandlawfirmscanbetterpositionthemselvestodealwithnewemergingmarketrealities.

Financial Results in 2012
Fromafinancialpointofview,2012wasanotheryearofonlymodestgrowthaslaw
firmscontinuedtostrugglewiththecombinedimpactsofsluggishdemand,declining
productivity,fallingrealizationrates,andtheneedforfurtherexpensereductions.While
thereweresomebrightspots,onthewholethelegalmarketcontinuedinthefinancial
doldrums.

Demand
Followingeightstraightquartersofnegativedemandgrowthasreflectedindeclining
billablehours,theU.S.legalmarketturnedbackintopositiveterritoryinQ42010but
hasbeenunabletosustainsteadyandpositivegrowthindemandforlegalservices.2
AstrackedintheThomsonReutersPeerMonitordatabase,3 thatpatterncontinued
in2012withagrowthrateof0.5percent.AsshowninChart1below,however,the
presentrateremainswellbelowthatinthepre-2008period,whenannualdemand
growthaveraged3.9percent.

Chart 1 - Growth in Demand for Legal Services

2Source:ThomsonReutersPeerMonitor.Forpresentpurposes,"demandforlegalservices"isviewedasequivalentto
totalbillablehoursrecordedbyfirmsincludedinaparticulardatabase.Q1demandwas1.5percent,whileQ2was-0.2
percent,Q3was-0.8percent,andQ4was1.5,forafullyearresultof0.5percent.
3ThomsonReutersPeerMonitordata("PeerMonitordata")arebasedonreportedresultsfrom130lawfirms,including50
AmLaw100firms,45AmLaw2nd100firms,and35additionalfirms.
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AsshowninChart2below,amongvariousspecialtyareas,whenmeasuredonafullyearbasis,laborandemploymentpracticesshowedthehighestdemandgrowthin
2012(at4.1percent),whilecorporatepracticesexperiencedmodestgrowth(at1.2
percent)andotherpracticessawdeclines.

Chart 2 - 2012 Demand Growth by Practice

ThemodestdemandgrowthintheUnitedStatesreflectedasimilarpatterninthe
legalmarketsoftheUnitedKingdomandmainlandEurope.InSeptember,Legal
Business 100 reportedthat,drivenbycontinuedsluggishmarketdemand,revenues
ofU.K.firmsin2012grewbyabout6percentover2011levels4 (accountingonlyfor
theeffectsoforganicgrowthasopposedtogrowththroughcombinationswithother
firms).5 While2012dataforContinentalEuropeisnotyetavailable,The Lawyer's
2011surveyofthe100largestindependentfirmsinEuropefoundthatalmosthalf
hadachievedlessthan5percentgrowthinrevenuesduringtheprecedingyear.
TheseorganicgrowthratesaresimilartothoseexperiencedbyU.S.firmsandwell
belowtheneardoubledigitratesenjoyedbymostfirmsinthepre-2008period.
ThedemandpicturewasdifferentinAsiaandLatinAmerica,wherehighgrowth
nationalandregionaleconomiescontinuedtodrivedemandforlegalservices.As
describedbelowthisresultedinasignificantincreaseinglobalmergeractivityand
intheopeningofAsianandLatinAmericanofficesbyU.S.,U.K.,andEuropean
firms.As2012drewtoaclose,however,eventhepowerfuleconomicenginesof
ChinaandBrazilhadbeguntoslowsomewhat,introducingadditionaluncertainty
intotheabilityoftheemergingeconomiestodrivetheglobaldemandgrowthfor
legalservicestothesameextentasinthepast.

4MostU.K.firmsendtheirfiscalyearsinApril.Hencethecomparisonof2012to2011referstofiscalratherthan
calendaryears.
5TheLegal Business 100 surveyindicatedthattheoverallrevenuesofU.K.firmsincreasedby14percent.Much
ofthisgrowth,however,resultedfrommergeractivityasopposedtoorganicgrowth.Ifthecontributionofmerger
relatedrevenuegrowthisremoved,theresulting"organicgrowth"figureis6percent.
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Productivity
During2012,thenumberoflawyersinU.S.firmsgrewby2percent,atthesametime
that(asnotedpreviously)demandgrewbyonly0.5percent.Asaresult,growthin
productivity–definedasthetotalnumberofbillablehoursrecordedbyafirmdivided
bythetotalnumberoflawyersinthefirm–remainednegativeat-1.5percentforfirms
inthePeerMonitordatabase.Thislacklusterperformanceintermsofproductivityis
notnew.AscanbeseeninChart3below,whenmeasuredintermsofbillablehours
permonthperlawyer,productivityhasbeenessentiallyflatforthepastthreeyears.

Chart 3 - Hours per Lawyer

Thisconstrainedgrowthinproductivityisparticularlysignificantifweremember
thatU.S.lawfirmsimposedsubstantialstaffingcutsin2009and2010.Indeed,
firmscoveredbytheNLJ250surveyreportedlayingoff5,259lawyersin2009
alone–adeclineof4percentinthetotallawyerpopulationandareductionof8.7
percentinthetotalnumberofassociates.6 Moreover,eveninthethree-yearperiod
priortotheeconomicdownturnin2008,productivitygrowthwasessentiallyflatin
alllawyercategories–equitypartners,incomepartners,andassociates.7
Itisalsoinstructivetocomparethebillablehoursperlawyeroverthelastthreeyears
withthecomparablefiguresforthepre-2008period.AsindicatedinChart3above,
during2006and2007,billablehoursforbothequitypartnersandassociateswere
runningabout10hourspermonthabovetheaveragesinthepost-2008period.That
ofcoursetranslatestoadifferenceofmorethan100billablehoursperyearinboth
categoriesandstronglysuggestsacontinuingproblemofovercapacityinthemarket.

6LisaJones,SoLong,Farewell,Nat'lL.J.,Nov.9,2009.
7Source:ThomsonReutersPeerMonitor.
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SimilarovercapacityproblemshavealsobeenevidentintheU.K.market.According
totheLegal Business 100 survey,thenumberoftotallawyersintheUK100firms
grewby9percentinfiscal2012,althoughsomeofthatgrowthcanbeattributedto
mergers.Nonetheless,manyU.K.firmsseemtohaveincreasedheadcountata
fasterpacethancouldbejustifiedbydemandgrowth,thusleadingsometoembrace
anotherroundoflawyerlayoffs.8

Rates and Realization
Firmscontinuedtoraiseratesduring2012although,asinthepastfouryears,clients
continuedtopushbackstrongly.Asaresult,realizationrates–i.e., thepercentages
ofworkperformedatafirm'sstandardratesthatareactuallybilledtoandcollected
fromclients–continuedtodecline,reachinghistoriclows.Thefirmscoveredinthe
PeerMonitordatabaseraisedtheirratesonaverage3.4percentduring2012.While
thisincreasewaswellbelowthe6-8percentrangeseenannuallyduringtheprerecessionperiod,itwasconsistentwithratetrendsoverthepastthreeorfouryears.
AscanbeseeninChart4below,duringthepastthreeyears,firmsincreasedtheir
averagestandardratefrom$464to$507perhour,anincreaseof9.3percent.Atthe
sametime,however,theiraveragecollectedraterosefrom$397to$421perhour,an
increaseofonly6percent.

Chart 4 - Rate Progression

Whatthisgapbetweenstandardandcollectedratesindicatesisthatfirmrealization
ratescontinuedtodeclinein2012.AsshowninChart5onthenextpage,thecollectedrealizationrateagainststandardforallfirmsinthePeerMonitordatabasenow
averages83.6percent,afigurethatisanhistoriclowandsome8percentlowerthan
the92percentlevelattheendof2007.Actually,forAmLaw100firms,therealization
rateisevenlower,at82.8percent.9

8JamesSwift, Focus on Slimmer, Fitter Firms,TheLawyer,Aug.6,2012,http://www.thelawyer.com/focus-on-slimmer-fitterfirms/1013722.article.
9 TherealizationrateforAmLaw200firmsis85percentandforothermidsizedfirmscoveredinthePeerMonitordatabase
84.3percent.
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Chart 5 - Billed and Collected Rates
against Standard

Expenses
Shortlyaftertheeconomicdownturnbeganinthethirdquarterof2008,mostfirmstook
stepstopreservetheirprofitabilitybysharplycuttingexpenses,primarilythroughlegal
andnon-legalstafflayoffs.Theseausteritymeasuresdramaticallyreducedbothdirect
andindirectexpenses10untilmid-year2010when,asshowninChart6onthenext
page,suchexpensesbegantogrowagain.Thisrenewedgrowthwasnotparticularly
surprisingsincemanyoftheexpense"cuts"werereallyonlydeferralsofexpenditures
thathadtobemadesoonerorlaterratherthaneliminationsofparticularprogramsor
activities.AsindicatedinChart6,theexpenseincreasesappearedtoleveloutin2012,
perhapssuggestingthatmanyfirmsimposedadditionalcostcontrolsinaneffortto
bolsteroverallprofitability.

10Directexpensesrefertothoseexpensesrelatedtofeeearners(primarilythecompensationandbenefitscostsoflawyers
andothertimekeepers).Indirectexpensesrefertoallotherexpensesofthefirm(includingoccupancycosts,technology,
administrativestaff,etc.).
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Chart 6 - Expense Growth

SimilarexpensepressureswereexperiencedbyU.K.firms.AccordingtotheLegal
Business 100 survey,duringfiscal2012,averagecostsperlawyerinUK100firmsrose
4percentcomparedwiththepreviousyear.

Profits per Partner
Asaresultofthecombinationofcontinuedsluggishdemandgrowth,persistentovercapacitythatdampenedproductivity,clientresistancetofeeincreases,anddeclining
realizationrates,profitsperpartnerofU.S.firmsin2012grewmodestlybyanaverageof3.58percent.Growthdifferedbysegment,however,withAmLaw100firms
growingonaverageby2.45percent,whereasotherfirmsgrewprofitsbyanaverage
of4percent.11 ThisisconsistentwithexperienceintheU.K.,wherethe Legal Business 100 surveyreportedprofitgrowthforfiscal2012atamodestlevelof2percent
overtheprioryear.
Ofcourse,theseresultswerenottrueofallfirms,andsomefirmshadverysuccessful
yearsdespitethelacklusterperformanceofthemarketasawhole.Nonetheless,from
afinancialstandpoint,thelegalmarketsawonlymodestgainsduring2012.

11 Source:ThomsonReutersPeerMonitor.Thisresultisconsistentwiththepredictionsoflawfirmmanagingpartnersand
chairsearlierintheyear.InApril2012,inasurveyofleadersof52oftheworld'slargestlawfirmsconductedbyThomson
Reuters,64percentofrespondentspredictedthattheirfirms'profitperequitypartnergrowthin2012wouldbeinthe1to5
percentrange.ThomsonReuters2012LEBPreSurvey,April2012.Theresultisalsoconsistentwithmarketperformancein2011.AccordingtotheAltmanWeil2012LawFirmsinTransitionSurveyofthemanagingpartnersandchairsof
238U.S.lawfirms(including40percentofthelargest250firms)(the"AltmanWeil2012Survey"),48percentofrespondentsreportedtheirfirms'profitsperequitypartnerincreasingby4percentormoreduring2011,23percentreportedan
increaseof1to4percent,and29percentreportedprofitsaseitherunchangedordeclining.AltmanWeil2012Survey,at
11.Interestingly,almost48percentofrespondentsalsoindicatedthattheybelievedthataslowdowninthegrowthofprofitsperpartnerwillbeapermanenttrendinthelegalmarketgoingforward.Id. at13.

7

Other Highlights of 2012
Apart from the financial performance of law firms, there were other developments in
2012 that are worth noting because of their potential to alter the shape of the legal
market in the future. These included the rapid continuing pace of globalization, the
shifting economic and demographic realities resulting from persistent overcapacity,
and the growing pressures on the traditional partnership model of law practice.

Growing Pace of Globalization
Despite (or perhaps partly because of) the challenging economics of the current legal
market, 2012 was a banner year for global expansion of U.S. and international law firms.
There were 96 cross-border mergers announced during the year, substantially more than
in any prior year. Some of the mergers either announced or becoming effective in 2012
were very substantial, including the combinations of:
• U.K.-based Ashurst with Australia's Blake Dawson;
• Australia's Mallesons Stephen Jacques with China's King & Wood;
• SNR Denton with Canada-based Fraser Milner Casgrain and
Paris-based Salans;
• Norton Rose with Calgary-based MacLeod Dixon;
• Norton Rose with Fulbright & Jaworski (effective June 1, 2013);
• London's Herbert Smith with Australia's Freehills;
• K&L Gates with Australian-based Middletons; and
• Canada-based Fasken Martineau with Johannesburg-based Bell Dewar.
In addition, U.S. law firms in 2012 continued a very aggressive global expansion through
the opening of new offices around the world (some, particularly in Singapore and South
Korea, designed to take advantage of recently relaxed practice restrictions by local bars).
There were 56 such foreign offices opened by U.S. firms during 2012, with 28 in Asia (primarily in South Korea and China), 15 in Europe (principally in Germany and Russia/CIS),12
6 in the Middle East and Africa, and 7 in Latin America and the Caribbean.
This aggressive global expansion obviously reflects strategic judgments on the part of
many firms that a more credible and comprehensive global footprint is needed to serve
the needs of their international clients. It may also reflect a decision to focus more assets in regions such as Asia, Latin America, and the Middle East, where economic conditions appear more conducive to growth at least in the near-term than in North
America or Europe.

Problem of Overcapacity
The continuing effort of law firms to address declines in demand and productivity through
the "downsizing" of their legal staffs was starkly evident in 2012. In July, the National Association for Law Placement released the results of its annual survey,13 showing that just

12 Much of the activity in Europe occurred in the wake of the demise of Dewey & LeBoeuf, as various U.S. firms picked up
former Dewey offices in that region.
13 NALP's Employment Report and Salary Survey for the Class of 2011, as reported in the NALP press release Median Private Practice Starting Salaries for the Class of 2011 Plunge as Private Practice Jobs Continue to Erode, July 12, 2012.
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49.5 percent of law school graduates in 2011 had obtained jobs in law firms – a figure
that compared with 50.9 percent for the class of 2010 and 55.9 percent for the class
of 2009. Moreover, of those graduates who did find jobs in law firms, nearly 60 percent were in smaller firms of 50 or fewer lawyers. That compared to 53 percent for
the class of 2010 and 46 percent for the class of 2009. The proportion of new jobs in
firms of more than 250 lawyers decreased from 33 percent to slightly over 21 percent
in just two years.14
The overall employment rate for the class of 2011 graduates was 85.6 percent (as of
June 2012), a figure that was 6.3 percentage points below the recent historic high of
91.9 percent for the class of 2007. For those who were employed, however, only 65.4
percent obtained jobs for which bar admission was required – a figure that drops to
56.7 percent if part-time jobs and jobs lasting less than a year are excluded. Overall,
almost 12 percent of reported jobs were part-time. And the number of graduates
working for "legal temp agencies" rose dramatically to about 2 percent, the highest
level since NALP began tracking that category in 2006.15
Principally because of hiring cutbacks by larger law firms, the increase in the number of
non-partner track positions in large firms, and (in some cases) salary reductions, the
median starting salary for 2011 law school graduates fell 5 percent from the 2010 level.
That represents a 17 percent decline in median starting salary since 2009.16 The median starting salary for graduates entering private practice fell over 18 percent from
2010, and an astonishing 35 percent since 2009.17
Moreover, law firm downsizing has not been limited to reductions in the associate ranks
alone. Many firms have continued to raise their expectations for economic performance
by their partners and to weed out those who don't meet the new standards. As recently
reported in the Wall Street Journal, some 15 percent of the roughly 120 firms surveyed
by Wells Fargo Private Bank's Legal Specialty Group say they intend to cut partners in
the first quarter of 2013, continuing a three-year trend. Also, 55 percent of the 113 managing partners and firm chairs responding to a recent American Lawyer survey said
they planned to ask one to five partners to leave the firm in the coming year, and 5 percent reported that they planned to cut between 11 and 20 partners in 2013.18

14 Id.
15 Id.
16 Id. The mean salary for 2011 graduates fell 6.5 percent compared with 2010. Since 2009, the mean salary level has declined almost 16 percent.
17 Id. On a brighter note, the median salary for government jobs has remained unchanged since 2009, at $52,000. For judicial clerkships, the median salary of $52,000 was also unchanged from 2010 but up $2,000 from 2009. And for public
interest organizations (including legal service providers and public defenders), the median salary rose from $43,000 to
$45,000.
18 Jennifer Smith, Law-Firm Partners Face Layoffs, in Wall Street Journal Online, Jan. 6, 2013, http://online.wsj.com/article/SB10001424127887323689604578.
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Pressures on Traditional Partnership Model
Certainly one of the most dramatic events in the legal market in 2012 was the well publicized collapse of New York's Dewey & LeBoeuf, a firm that dissolved after a 100-year
history. While the story of that collapse is in itself an interesting cautionary tale, it may
also be symptomatic of a deeper and more serious problem – the growing pressures
that have been building for some time around the traditional partnership model used in
most law firms.
During the past four years of the economic downturn, it has become increasingly obvious that many law firm partnerships have experienced mounting stress relating to
compensation, the reductions in the ranks of equity partners, the treatment of lateral
partners, and the management of partner expectations. And the combination of all of
these factors – coupled with a growing sense of disenfranchisement – has resulted in
partner morale problems in many firms.
As firms have struggled with sluggish demand growth and low productivity, they have
increasingly raised the bar for admission to their equity partnerships and (in many
cases) increased the number of lawyers in non-equity partnership positions, sometimes through so-called "de-equitizations." Among AmLaw 200 firms, 169 reported
having two-tiered partnerships 19 in 2011, an increase over the 166 reported in 2005
and the 146 reported in 2000. Similarly, the percentage of AmLaw 200 lawyers who
are equity partners dropped to 25 percent in 2011, down from 34 percent in 2005 and
36 percent in 2000. 20 Further, an analysis of the AmLaw 200 survey data from 2006
through 2012 shows a compound annual growth rate ("CAGR") of 1.2 percent for
equity partners and 7 percent for non-equity partners. Increasingly, a lawyer's ability
to generate significant business (often called client originations) has emerged as the
critical dividing line between equity and non-equity partners.21
Not surprisingly, as a result of these changes, the compensation gap between equity
and non-equity partners is growing rapidly. According to the MLA Partner Compensation
Survey, equity partners now average about 2.5 times the total compensation of
their non-equity colleagues. During the past year, the compensation of equity partners jumped some 11 percent, while the compensation of non-equity partners was
essentially flat.22
At the same time, there is anecdotal evidence that spreads in compensation between
the highest and lowest paid partners (even within equity partner ranks) have widened in
recent years. Traditionally, such spreads were typically in the 4:1 or 5:1 range, but they
have now increased to 6:1 or 7:1 and in some firms have gone much higher still.23

19 A "two-tiered partnership" is one that includes both equity and non-equity partners.
20 Source: AmLaw 200 surveys, as reported by Fairfax Associates in September 2012.
21 In the 2012 Partner Compensation Survey conducted by Major Lindsey & Africa among partners in AmLaw 200, NLJ
250, and Global 100 firms in the U.S. (the "MLA Partner Compensation Survey"), 74 percent of respondents noted that
originations were a "very important" factor in determining compensation in their firms; 65 percent perceived it to be the
"most important" factor (working receipts being the next closest at 21 percent); and 55 percent of respondents said that
originations are becoming more important in the compensation process (up significantly from 24 percent in 2010). MLA
Partner Compensation Survey at 7-8.
22 MLA Partner Compensation Survey at 8.
23 Based on information obtained from consultants by the Center for the Study of the Legal Profession.
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These increasing spreads reflect in part the perceived need by firms to keep major
"rainmakers" happy at a time when lateral movements of partners have become increasingly routine.24
Such lateral movements themselves have been an additional source of friction in many
firms, as there is a perception that laterals are often paid disproportionately more than
"home grown" partners for similar "books of business." In its latest Lateral Report in
February 2012, The American Lawyer indicated that, in the twelve months ending September 30, 2011, there had been 2,454 lateral movements of partners among AmLaw
200 firms, a 22 percent increase over the prior year.25 And there is some evidence that
lateral moves typically result in increased compensation. In the MLA Partner Compensation Survey for 2012, of 930 lateral partners who were queried, some 62 percent reported that their compensation had increased as a result of their lateral moves, a figure
that compared to 57 percent in 2010.26
All of these factors have combined in the past few years to create growing morale
problems in many firms, particularly among "home grown" service partners who perceive themselves as essential to the quality of legal services delivered by their firms
but who lack the origination credits to be regarded as significant rainmakers. Such
partners often complain that they also feel increasingly disenfranchised as partners –
removed from the power centers of their firms and often treated more like corporate
employees than partial owners of their organizations. While few firms experience
these morale issues to the same extent as Dewey & LeBoeuf, the feelings are increasingly common across the market.
To some extent, declining morale reflects a failure of firm leadership to set and manage partner expectations. This was, of course, stunningly obvious at Dewey, where
firm management failed to disclose a substantial number of partner compensation
guarantees to rank-and-file partners. But unrealistic partner expectations – particularly during a period of serious economic downturn – can impact almost all firms.
To take but one example, the MLA Partner Compensation Survey reported average
compensation for all of its 2,228 respondents at $681,000 in 2012, up 6.4 percent from
2010.27 One could argue that this figure is fairly impressive, particularly four years into
the worst economic crisis the legal market has ever seen. And yet, 58 percent of the
same respondents expressed dissatisfaction with their compensation levels, with 47
percent saying they should be earning 11 to 20 percent more and 27 percent saying
they should be earning 21 to 30 percent more.28 This at least suggests that there are
many partners with unrealistic economic expectations.

24 Interestingly, during the period of limited revenue growth since the onset of the current economic downturn in 2008, the
most highly compensated partners in firms have often suffered disproportionately from the constrained growth in their
firms' profits. This is because more junior partners have continued to enjoy compensation increases simply by moving up
through the compensation ranks. The partners at the top, however, often have nowhere to move and have thus seen their
compensation decline as a result of compression throughout the compensation system. While such reductions might be
acceptable in the short term, when they begin to last four or five years, the partners at the top become more vocal in their
complaints, and their firms often respond by increasing the overall spreads in their compensation systems.
25 The Lateral Report 2012, The American Lawyer, Feb. 1, 2012,
http://www.americanlawyer.com/PubArticleFriendlyTAL.jsp?id=1202477103222.
26 MLA Partner Compensation Survey at 12.
27 Id. at 7.
28 Id. at 28.
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Longer Term Implications
The economic performance of the legal market in 2012 and the other developments of
the past year as described previously are all part of an evolving pattern that signals
significant long-term changes in the legal services market both in the U.S. and around
the world. In the sections that follow, we have set out some of the implications of these
longer term changes for lawyers and law firms. What they all have in common is the
necessity for rethinking old assumptions, for reconsidering previously accepted models
of the ways in which lawyers and their firms work, and for exploring new approaches to
meet changing market realities. They all require us, in other words, to "burn the ships"
and to be open to new ways of thinking and operating.

A Changed Market Reality
It would be tempting to think that all of the dramatic changes in the legal market over
the past four years are attributable solely to the economic downturn that has shaken
the developed world since 2008 and that everything will go "back to normal" once
economic stability and growth return. From this point of view, one would argue that
the crisis in the legal market has been driven entirely by a precipitous drop in the
overall demand for legal services and that we will be able to get back to business as
usual as soon as demand returns, as it surely must. Unfortunately, however, this argument oversimplifies both the causes and the likely effects of the changes we are seeing.
While it is clearly true that the economic downturn has been the proximate cause of
much of the disruption we have seen in the legal market, the recession alone does
not tell the whole story. Even in the boom years of the decade preceding 2008, other
important market forces were at work gradually building toward an inflection point.
The financial crisis of 2008 may well have accelerated those forces – and perhaps
even exacerbated them – but these underlying market shifts would sooner or later have
resulted in fundamental changes in the legal industry even absent an economic crisis.
Among the underlying market forces that have been most important in driving change,
several deserve special mention. These include:
• The growing availability of public information about law firms and their
capabilities, practices, clients, earnings, and profits that has driven an ever
more competitive and efficient market for legal services over the past three
decades; 29
• The inexorable drive toward the commoditization of legal services that has
impacted the work of lawyers at all levels; 30

29 The explosion of publicly available information about the business and practices of law firms around the world over the past
several years has been staggering. It includes the proliferation of publications like The American Lawyer, Managing Partner
(in the U.K.), Lexpert (in Canada), Australasian Legal Business, and LatinLawyer (in Latin America); as well as the growing
number of third-party rating agencies like Chambers.
30 For a particularly informative description of the impact of commoditization on the evolution of legal service, see RICHARD
SUSSKIND, THE END OF LAWYERS? RETHINKING THE NATURE OF LEGAL SERVICES ("Susskind"), at 27-36.
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• The growth of enabling technologies that has accelerated the drive toward
commoditization, tended to level the competitive playing field between large
firms and smaller ones, and changed legal staffing patterns by simplifying
tasks that were previously labor intensive; 31
• The emergence of non-traditional service providers that are creating new
forms of competition in the legal market; 32
• The changing roles of in-house general counsel and corporate law
departments that have increasingly displaced outside law firms as the
primary "trusted legal advisors" to corporate CEOs, often relegating outside
counsel to specialized advice only; 33
• The impact of globalization that has resulted in growing challenges for firms
seeking to serve the needs of their clients on a worldwide scale and, over
time, will result in a significant shift in global economic activity; 34 and
• The collapse of an unsustainable economic model that drove law firm growth
for a decade essentially on the ability of firms to raise their rates 6 to 8
percent a year with little regard for the economic impact of their decisions. 35
The combination of these factors with the effects of the economic downturn of the last
four years has resulted in at least two critical shifts in the market for legal services. First,
there has been a shift from the seller's market that traditionally dominated the legal industry to a buyer's market that will likely remain the prevailing model for the foreseeable
future. What this means is that all of the critical decisions related to the structure and
delivery of legal services – including judgments about scheduling, staffing, scope of
work, level of effort, pricing, etc. – are now being made primarily by clients and not by
their outside lawyers. This represents a fundamental shift in the relationship between
lawyers and their clients.
Reflecting the increasing power of clients to define the terms of the attorney/client relationship, this shift has resulted in a new emphasis on efficiency and cost effectiveness in
the delivery of legal services. Although obviously not true in all cases, clients increasingly
make decisions to hire outside lawyers on the basis of how efficiently, cost effectively, and
predictably they can deliver the services the client requires, with quality being taken as a
given. As a result, to an extent barely imaginable only a few years ago, firms have found
themselves increasingly locked in procurement processes where clients are asking hard
questions about schedules, staffing, work process efficiencies, and cost.

31 For a description of the growing impact of enabling technologies, see Susskind, at 59-145.
32 These include not only legal process outsourcers (like CPA Global and Pangea3) but also innovative new law firm models
(like Axiom and the VLP Law Group) and new service offerings from traditional law firms (like Morgan Lewis & Bockius' innovative eDiscovery Practice and Berwin Leighton Paisner's Lawyers on Demand).
33 For a description of this changing role of the in-house lawyer by Ben Heineman, the former General Counsel of General
Electric, see Catherine Dunn, The In-House World According to Ben Heineman, Corporate Counsel, April 9, 2012.
34 The International Monetary Fund predicts that the composition of world GDP will shift dramatically over the next four
decades. Specifically, the IMF forecasts that the percentage of world GDP attributable to North America will shift from 22
percent (in 2010) to 11 percent (in 2050), while Western Europe shifts from 19 percent to 7 percent, Developing Asia shifts
from 27 percent to 49 percent, and Africa shifts from 4 percent to 12 percent. Source: IMF World Economic Outlook.
35 Careful analysis shows that, even in the boom years prior to the current economic downturn, the financial success of law
firms was driven primarily by annual rate increases that bore little relationship to what was going on in the broader economy. Indeed, in the decade prior to 2008, such increases averaged 6 to 8 percent per year at a time when the national inflation rate never exceeded 4 percent. The cumulative impact of these increases over time created a trajectory that was
simply unsustainable.
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The second critical shift in the legal market in the last four years has been the dramatic
increase in competition among firms. In the pre-recession world, when the demand for
legal services was growing at a healthy clip of some 4 percent a year, most firms could
grow and prosper simply by capturing a reasonable share of the new business being
generated. Since 2008, however, the reality has changed. In a period of shrinking or
sluggish demand growth, the only way (short of a merger) for a firm to capture market
share is to take it from another firm, a circumstance that inevitably results in a ratcheting up of competition in the market. Given current economic trends, it appears likely
that the legal market will remain in this state of heightened competition for at least a few
more years. Moreover, even as the demand for legal services begins to grow again, it
is likely (as noted below) to come back in significantly different ways – ways that may
not lessen overall competition among firms.
To adapt successfully to these new market realities, firms will need to be much more
strategically focused than in the past. In a significantly more competitive environment,
it will be critical for firms to understand their unique strengths and to identify what differentiates them from their competitors. It will also be critical for law firm leaders to focus
on how their firms can respond effectively to client demands for more efficiency and
cost effectiveness in the delivery of legal services. That will mean, among other things,
a willingness to abandon the traditional "one size fits all" mentality that has often dominated legal management thinking and to adopt more flexible approaches that can tailor
staffing and leverage, technology support, work processes, and pricing models to meet
the needs of particular clients in particular situations.
Fortunately, there is evidence that many law firm leaders understand the realities of the
changed market and the imperative for their firms to act decisively to address them.
For example, more than 90 percent of the managing partners and chairs surveyed by
Altman Weil in its 2012 Law Firms in Transition Survey said that the recent recession
served as a "permanent accelerator of trends that already existed" or as a "game
changer" for the legal market. And a substantial majority now sees trends like increased pricing competition, more commoditization of legal work, more non-hourly
billing, fewer equity partners, more contract lawyers, reduced leverage, and smaller first
year classes as permanent trends going forward. 36 However, a substantial majority of
respondents also had much less confidence that their partners understand or appreciate the challenges of the new legal market. 37 And some 60 percent indicated that, thus
far, law firms have shown only a low level of seriousness about changing their legal
service delivery model. 38 This latter view was also confirmed by an Altman Weil survey
of corporate chief legal officers in 2011, with the exception that the corporate CLOs
ranked law firm seriousness even lower. 39 Plainly there is more work to be done.

36
37
38
39

Altman Weil 2012 Survey, at i-ii, 1-2.
Id. at 6.
Id. at 8.
Id. at 10.
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Growing Market Segmentation
As large markets become more efficient from a competitive standpoint, they tend to become more segmented, with individual providers focusing on those parts of the market
that they can serve better than others. In the past few years, we have begun to see the
emergence of such segmentation in the legal market in several different ways.
First, there has been a noticeable segmentation among law firms themselves, as some
firms have staked out market positions as providers of high end financial services or
general corporate services on a global basis, while others have opted for specific industry concentrations (e.g., in the energy or technology or insurance sectors) or specific practice areas (e.g., as labor and employment or IP or litigation boutiques) or
specific service levels (e.g., as providers of low- to mid-value litigation or general representation for major companies in particular geographic areas).
This segmentation among firms has been bolstered by an increasing willingness on the
part of clients to "disaggregate" matters – both litigation and transactional – by parceling out different parts or phases of matters to different firms depending on expertise
and an ability to deliver cost effective services.40 It has also been driven by an increasing willingness on the part of clients to entrust matters (or sometimes parts of matters)
to mid-sized or smaller firms that are more price competitive than their large firm counterparts. On the latter point, there is considerable anecdotal evidence that work has
moved from large firms to mid-sized and smaller firms, and Peer Monitor results for the
last four years also suggest that this may be the case.41
Another kind of segmentation that has become more evident in the past four years has
been the growing inclination of clients to handle more matters or phases of matters inhouse and to use outside counsel only for those aspects of matters that require special
skills or larger teams of lawyers than are routinely available in client law departments.42
This has been coupled in practice with a growing willingness of clients to partner with
non-traditional service providers (like legal process outsourcers) for some aspects of
work previously sent routinely to outside law firms. This has been especially evident in
the outsourcing of discovery work in major litigations, but it has occurred in other areas
as well.

40 Milton C. Regan, Jr. & Palmer T. Heenan, Supply Chains and Porous Borders: The Disaggregation of Legal Services, 78
FORDHAM L. REV. 1477 (2010).
41 Peer Monitor data indicate that mid-sized firms outside the AmLaw 200 have actually fared better than their larger counterparts over the past four years in terms of demand growth and productivity. Some of this difference in performance is undoubtedly attributable to the fact that high end financial and corporate work of the sort traditionally handled by AmLaw 200
firms was particularly hard hit in the recent recession. It is also possible, however, that there has been some shift in work by
clients from larger to smaller firms.
42 According to the 2011 HBR Law Department Survey of some 219 companies worldwide, corporations were substantially
increasing their reliance on in-house legal staffs to handle continuing growth in legal demands. As the editor of the survey
observed, "Law departments are recognizing that they can do more with less by building up their in-house capabilities. . . .
We are hearing from our consulting clients across industries that they are limiting the use of outside counsel to high profile
or specific areas of expertise rather than to support the growing volume of work. With the rising cost of outside counsel, we
expect this trend will continue." HBR Consulting Press Release, Law Departments Increase Internal Staff and Keep More
Work In-House, According to 2011 HBR Law Department Survey, Oct. 7, 2011. While HBR's 2012 survey covering some
260 companies showed a rebound in outside counsel spending, it also noted that in-house capacity had continued to grow,
as 57 percent of respondents reported an increase in the total number of lawyers working in-house. HBR Consulting Press
Release, Legal Spending Returns to 2009 Survey Levels, According to 2012 HBR Law Department Survey, Sept. 27, 2012.
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Whatallofthismeansisthat,evenastheeconomyimprovesandthedemandfor
legalservicesincreases,someoftheservicestraditionallyprovidedbylawfirmswill
likelynever return–atleastnotintheirpriorform.Andthatinturnsuggeststhat,to
besuccessfulinthenewmarketenvironment,firmswillneedtobemuchmoreflexibleintheirworkprocessesandmuchmoreopentopartneringwiththeirclientsin
findinginnovativewaystoaddresslegalneeds.AsJohnCollins,DeputyGeneral
CounseloftheRoyalBankofScotland,putitindescribinghisowncompany'sefforts
tochangeitsapproachtoworkingwithoutsidecounsel,"Lawfirmsunderstandwhat
we'reproposingandwe'vestartedtoseemovesinthemarketbutfirmsareyettoget
fullyonboardandembraceit....Thelegalprofessionisn'timmunefromprocessreengineering:itneedstoflexandkeepchangingandlawfirmsneedtoembracethat
changeiftheyaretoremaincompetitive."43

Market Overcapacity
Priortothecurrenteconomicdownturn(i.e.,intheyearspriorto2008),whendemand
forlegalserviceswasgrowingatalmost4percentperyear,productivitygrowthinthe
legalmarketwasessentiallyflat.44 That,ofcourse,suggestsovercapacityintermsof
thenumberoflawyersavailabletoperformtheworkathand.Inthefouryearssince,
withdemandgrowthnegativetoflat,theovercapacityproblemhasbecomeevenmore
serious.Theproblemhasseveraldimensions.
First,aspreviouslynoted,since2008,lawfirmshavecutbacksignificantlyontheir
hiringandhavegonethroughseveralroundsoflayoffsofbothlegalandnon-legal
staff.Firmshavealsobeguntomovetowardmoreflexiblestaffingmodels,expanding
theiruseofnon-partnertrackassociates,staffattorneys,andcontractlawyers.Going
forward,itislikelythatfirmswillremainconservativeintheirhiringpoliciesevenas
demandbeginstogrow.Asaresult,firmswillprobablyberelativelysmallerinterms
ofthenumberofpartnersandtraditionalpartner-trackassociatesandrelativelylarger
intermsofthenumberofotherlawyersandnon-lawyerprofessionals.
Thesetrendsareconfirmedinthe2012LawFirmsinTransitionSurveyconductedby
AltmanWeil.Basedonresponsesfrom238U.S.firms,thatsurveyfoundthat:
• Aquarteroftherespondingfirmsreducedordiscontinuedhiringfirst-year
associatesduring2011,and40percentshranktheirsummerassociate
programs–bothhighlysignificantnumbersconsideringthecutsmadein
prioryears;
• Only21percentofrespondentsindicatedtheyintendedtohiremorefirstyearassociatesin2012thantheydidin2011;
• Some55percentofrespondingfirmsexpectedsmallerfirst-yearassociate
classeswillbeapermanenttrendgoingforward(comparedtoonly40
percentexpressingthatviewthepreviousyear);

43AsquotedinHildebrandtInstituteBLOG,The New Normal: Collaboration between Corporates, Law Firms and LPO
Providers,Nov,15,2012,hildebrandtblog.com/.../the-new-normal-collaboration-between-corporates-law-firms-and-lpoprovider...
44See note7supra.
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• Oftherespondents,58percentalsobelievedthatreducedassociate
leverageisapermanenttrend(upfrom45percentthepreviousyear);
• Nearlyaquarteroftherespondingfirmssaidtheyintendedtoincreasetheir
numberofnon-partnertrackassociatesin2012;
• Morethan80percentofthefirmsplannedtomaintainorincreasetheir
numberofcontractlawyersandparalegalsin2012(inmanycasestotakeon
workpreviouslyperformedbypartner-trackassociates);
• Some66percentofrespondentsbelievedthatincreaseduseofcontract
lawyersisapermanenttrendinthelegalmarket;and
• Lookingfiveyearsahead,respondentfirmsexpectedmorereductionsin
partner-trackassociatesthaninnon-partnertrackassociatesorparalegals.45
Buttheovercapacityproblembeingexperiencedbylawfirmsisalsopartofalarger
trend–thatofexcesscapacityinthelegalmarketasawhole.Asoneseasonedobserverofthemarket,BruceMacEwen,haspointedout,forthenexttenyearsitislikely
thatAmericanlawschoolswillbegraduatingovertwiceasmanynewlawyersaswillbe
neededtofillthelegaljobsavailable.46
Whileexcesscapacityinthemarketiscertainlynotgoodnewsforyounglawyersor,for
thatmatter,forlawschools,itprovidesanenvironmentinwhichlawfirmsshouldhave
theflexibilitytoredesigntheirstaffingmodelstorespondtoclientdemands.Byembracingalternativeapproachestostaffing–includingincreaseduseofstaffattorneys
andnon-partnertrackassociates,contractlawyers,andpart-timeattorneys–firmscan
createmoreefficientandcosteffectivewaystodeliverlegalservices.Todoso,however,willrequireabandoningthetraditionalmodelofalawfirmconsistingonlyofpartnersandpartnersinwaiting(i.e.,partner-trackassociates).
Simplystated,thetraditionallawfirmstaffingmodel–enforcedthrough"uporout"
policies–assumesthattheonlylawyersworthhavingarethosecapableofrisingto
thetopandbecomingequitypartners.Whilemostlawfirmleaderswouldprobably
agreethatthisapproachnolongermakeseconomicorstructuralsense,itstillhas
strongemotionalappealtomanylawfirmpartners.Itisprobablyforthatreasonthat
firmshavebeenslowtoimplementrealchangestotheirlegalstaffingpolicies,
changesthatwouldcreategenuinecareertracksfornon-partnerlawyers,providea
comprehensiveapproachtoprofessionaldevelopmentatalllevels,andbuildrespect
withintheirfirmsfortheprofessionalcapabilitiesoflawyerswhomakeimportantcontributionsbutmayneverbecomepartners.Firmsthatemergeassuccessfulinthe
newrealitiesofthelegalmarketwilllikelybethosethatfindwaysto"burntheships"
andfullyembracesuchrealchangesfortheprofessionalsintheirfirms.Theresult
couldbemoresustainablemodelsoflawfirmpracticethatbothrespondtomarket
realitiesandprovidemoremeaningfulprofessionalopportunitiesforeveryone.

45AltmanWeil2012Survey,atv.
46UsingprojectionsfromtheU.S.BureauofLaborStatistics,MacEwenpointsoutthatbetween2010and2020theU.S.
economywillproduce218,000jobopeningsforlawyersandjudicialclerks,orabitlessthan22,000openingsperyear.
(Theseprojectionsincludefillingtheslotsofretireesandotherjobforcedeparturesaswellasnewjobopenings.)Atthe
sametime,U.S.lawschoolsgraduated44,004studentsin2010,44,258in2011,and44,495in2012–enoughnewlawyers
tofill61percentofalltheavailablejobsforthenextdecade.BruceMacEwen,AdamSmith,Esq.BLOG,Growth Is Dead:
Part 2 – Excess Capacity,Sept.10,2012,http://www.adamsmithesq.com/2012/09/growth-is-dead-part-2/?single&print.
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Changing Partnership Models
Evenbeforethecurrenteconomicdownturn,therewasconsiderabledebatewithinthe
legalprofessionabouttheevolvingmanagementstructuresoflawfirmsandtheextentto
whichthechangesthatwereoccurringeitherthreatenedorenhancedconceptsofprofessionalism.Needlesstosay,thepastfouryearshave,ifanything,onlyfurtherpolarizedthat
debate.Initsmoststarkform,thedebateisoftencharacterizedaswhetherthepracticeof
lawshouldbea"profession"ora"business,"agrosslyoversimplifieddichotomysincelaw
practicehasobviouslybeenbothforaverylongtime.
Itisundeniable,however,thatthegovernanceandmanagementstructuresoflawfirms
havechangedsignificantlyoverthepast20yearsandthatthemarketshiftsofthepast
fouryearsarelikelytocontinuethattrend.Itisalsotrue,aspreviouslynoted,thatthese
changes–coupledwiththeadversefinancialimpactoftheeconomicdownturn–have
resultedinincreasedstresslevelsandgrowingmoraleproblemsinmanyfirms,aslarge
numbersofpartnershavefeltthemselvesincreasinglydisenfranchised.
Someobservershaveopinedthatthelegalmarket(atleastasregardslargelawfirms)is
movinginexorablytowardacorporatemodelofessentiallytop-downmanagement,inwhich
practicinglawyerswillbecomelittlemorethanfungibleemployees.Inourjudgment,that
predictionisnotwellfounded,butitistruethatfirmsarestrugglingtostrikeanewandappropriatebalancebetweenmodelsthatprovidenecessarycentralizedmanagementand
structuresthatpreservetheessentialindependenceofprofessionaljudgment.
Inrecentyears,therehasbeenconsiderableacademicattentiondevotedtothisproblem,
withsomeofthemoreinterestingworkfocusingontheideaoforganizationalarchetypes–
overarchingconceptsaddressingpatternsoforganizationalstructuresandmanagement
systemsandtheideas,beliefs,andvaluesthatunderliethem.Theapproachhasbeen
usedtoanalyzetheevolutionofprofessionalorganizationsincludingaccountingfirms,
architecturalfirms,hospitals,andlawfirms.47
Usingthisapproach,onegroupofscholarshasdescribeda"P2"formoforganizationas
thearchetypeoftheclassicprofessionalpartnership.48 IntheP2organization,"[a]partnerisanownerofthefirm,isinvolvedinitsoverallmanagement,andisakeyproduction
worker."49 Theworkrequirestheexerciseofprofessionaljudgmentthatis"notamenable
toclosebureaucraticcontrol,"andcontroltherefore"hastobeexercisednotthrough
standardizationofroutinesbutthroughstandardizationofskills."50 ProfessionalsinP2
organizationsresisttheuseofdetailedcostaccountingandfinancialtargetstomanage
behavior.51 Andsuch"professionalorganizationshaveastrongserviceethicanda
strongconceptofcommunityinvolvementandresponsibility.Partnershipimpliesacareercommitment,whichisinconsistentwithfinancialmyopiaandtightaccountability."52

47Fortheapplicationoforganizationalarchetypeanalysistolawfirms,seeDavidJ.Cooper,BobHinings,RoystonGreenwood, & John L. Brown, Sedimentation and Transformation in Organizational Change: The Case of Canadian Law Firms,
17ORG.STUDIES623(1996);AshlyPinnington&TimothyMorris,Archetypye Change in Professional Organizations:
Survey Evidence from Large Law Firms,14BRITISHJ.MGT.85(2003).
48 Royston Greenwood, Bob Hinings, & John L. Brown, "P2-Form" Strategic Management: Corporate Practices in Professional Partnerships,44ACAD.MGT.J.725(1990).
49DavidBrock,The Changing Professional Organization: A Review of Competing Archetypes,INTL.J.MGT.REV.160
(2006).
50Id. at732.
51Id. at735.
52Id.
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The structural features of the P2 form reflect a distinctive understanding of what it means
to be a professional. It includes concepts like participation by the full partnership in governance decisions, the provision of services by professionals exercising relatively unfettered
discretion, and the use of collegial structures as the basis of organization – all designed
"to respect professionals' desire for autonomy, to maintain the principle of partnership,
and to promote acceptance and cooperation." 53
During the period of relative stability in the legal market, the organizational features of
the P2 model and the understandings that supported them were aligned and reinforced
one another. As the external market began to change, however, competitive forces
drove modifications in the structural features of law firms that resulted over time in a misalignment with the underlying ideas, beliefs, and values of many law firm partners. As a
result, some scholars argue that law firms are now moving toward a new organizational
archetype, that of the managed professional business ("MPB"). 54
Unlike the P2 archetype that stresses the role of lawyers as professionals applying
their specialized expertise on behalf of clients who are "relatively ignorant about
their needs," 55 the MPB model "shifts the view of the client to someone, often corporate counsel, who wants demonstrable value for money, and takes legal expertise
for granted." 56 The MPB model also shifts the meanings of both "professional" and
"partner."
The attributes which sociologists of the profession used to identify as the hallmarks of a
professional, such as education, vocation, esoteric knowledge, self-regulation, and civility, have been replaced, or at least augmented, by an interpretation that stresses punctuality, style, dynamism, financial success, and entrepreneurialism. The meaning of the
term "partner" has also changed [away from an emphasis on autonomy]. In the MPB, a
partner is a team player, one who trusts the leadership and works for the common good,
for example by transferring work to the person in the firm who is most competent or short
of work. 57
In our view, this analysis of the contrasting structures and underlying values of the P2
and MPB archetypes sets out a useful way of thinking about the tensions at work in
many law firms today. Plainly, to be successful in today's world, most every firm of any
significant size must respond to the changing competitive realities of the market by centralizing many of the decisions previously made in more collegial ways and by embracing
a consistent strategic vision that is uniform across the firm and that drives decisions and
actions in all of its practice areas. At the same time, a firm must preserve the essential
qualities that nourish and support great lawyering, including structures that preserve the
independence of professional judgment and the autonomy of lawyers to act in the best
interest of their clients. This requires striking a delicate balance between the P2 and
MPB models, and different firms will find it necessary to strike that balance in different
ways. The important point is that finding the right balance requires deliberate effort and
an appreciation for the competing values underlying each model, and getting the balance right forms an essential part of the glue that holds great law firms together, even in
turbulent economic times.

53 Id. at 750.
54 See David J. Cooper, Bob Hinings, Royston Greenwood, & John L. Brown, Sedimentation and Transformation in Organizational Change: The Case of Canadian Law Firms, 17 ORG. STUDIES 623, 626 (1996).
55 Id. at 630.
56 Id, at 630-31.
57 Id. at 631.
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Conclusion
Theyear2012wasoneofcontinuingchallengesforlawfirmsandtheirleadersthroughouttheworld.Thepersistenteconomicdownturnthatbeganinmid-2008continuedinto
itsfifthyearand,whiledemandgrowthforlegalserviceshasbeguntoincreasemodestly,
itislikelythatthemarketfacesmanymoremonthsofrelativelyslowgrowth.For2013,
weprojectthatmostfirmswillcontinuetostruggletomaintainprofitabilityasthecombinedeffectsofslowdemandgrowth,decliningrealizationrates,andpersistentovercapacitywillcontinuetoeatintoprofitmargins.Wedoexpecttoseesomegrowthin
revenuesandcontinuedrigorouseffortstomanageexpenses,butoverallweanticipate
thattherewillbeonlymodestgrowthinprofitsperequitypartnerinthecurrentyear–
probablyinthelowsingledigitrange.
Moreover,itisnowincreasinglyclearthat,evenwhenmorenormalgrowthreturns,the
marketwillbeverydifferentfromthewayitlookedinthepre-2008period.Buildingon
underlyingforcesthatwerepresenteveninthepre-recessionperiod,theeconomic
downturnservedasacatalystthathaschangedthelegalmarketinfundamentalways,
nottheleastofwhichhasbeentheshiftfromaseller'stoabuyer'smarketforlegalservices.Withthatshifthascomegrowingclientinsistenceonefficiency,predictability,and
costeffectivenessinthedeliveryoflegalservices,arealitythathasrequiredafundamentalparadigmshiftinlawfirmsthemselves.Thenew,moreintenselycompetitivemarket
hasalsorequiredlawfirmstorefocustheirownstrategiesandtotakestepstomanage
theirbusinessesmoreeffectively.Fromaggressiveexpensecontrolstoimprovedwork
processesandfromalternativepricingstructurestomoreexpansivestaffingstrategies,
firmshavescrambledtoaddressthechallengesoftherapidlychangingmarket.
Thegoodnewsisthatmanyfirmshavebeguntoseepositiveresultsfromtheseefforts,
andalmostalllawfirmleadersnowacknowledgethatfundamentalchangesareoccurring
inthemarketthatrequiredifferentresponsesthaninthepast.Thechallengenowisfor
firmsandtheirpartnerstobewillingtothinkoutsidethetraditionalmodels–to"burnthe
ships"ifyouwill–andtobewillingtotrynewandcreativewaystodeliverthehighquality
andresponsivelegalservicesthattheirclientswant,usingeffectivebusinessmodelsthat
servebothfinancialobjectivesandprofessionalvalues.
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